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Books and Pamphlets 


THE PROBLEMS involved U.S. security planning have become matters 
increasing concern recent years. Much criticism has been laid 
the door our slow and somewhat cumbersome decision making 
machinery. Delays some important programs, costly cancellations 
others and the emergence Soviet Russia and Communist China 
dangerous competitors the nuclear-rocket-space age all have been 
charged failures the current national security organization and 
the planning and decision making process. 

Today’s planner and decision maker operate environment 
uncertainty and change brought about the technological revolution 
the last twenty years. But what makes life even harder that the 
techniques the factory, military training, construction and even 
decision making have not been able, yet, keep pace with the labo- 
ratory. Yet the planner and decision maker must still able make 
decisions which may affect the security the United States for many 
years. The decision and planning process would relatively easy 
there were only one direction which move. Among the character- 
istics the technological revolution the large number choices 
offered science. addition choices hardware, the selection 
process must also include alternative military concepts for employing 
and deploying both the new potentials well the material hand 
on. order. 

anticipate the problems which will face the United States because 
this, and monitor existing national security activities, the follow- 
ing are needed: (1) comprehensive and correlated flow information 
together with evaluation both current commitments and projected 
programs. (2) Data new technological developments 
throughs and evaluation their value terms equipment, mili- 
tary concepts and international commitments. (3) Coordination 
planning across-the-board basis. (4) framework for considering 
the alternative use resources all kinds achieve national goals. 

Resource data are only part the information needed make 
either plans decisions. However, resources constitute both the starter 
for and the brake the machinery controlled planners and decision 
makers. What are the key characteristics framework designed 
permit consideration the alternative use resources all kinds 
achieve national security goals? Plans tend fall into three categories 
short range, middle range and long range. short range planning, the 
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main emphasis projecting great detail the activities for the next 
fiscal year, with stress administrative and command considerations, 
Intermediate range planning includes the short range plans and then 
proceeds consider time horizon four five years into the future, 
with less detail, and more flexibility available consider alternatives 
e.g., systems various kinds and variations their employment and 
deployment. Long range planning uses both short and middle range 
planning starting point and then proceeds consider time horizon 
extending ten more years into the future. Here the main concern 
with critical examination broad alternatives with respect total 
forces and missions and key activities. 

All three types plans have certain elements common. They in- 
clude “end product” activities; time phasing activities; and resources 
required accomplish end product activities equipment, facilities, 
personnel, supplies, contractual services, and the dollar costs thereof. 
But long range planning the most difficult and should our major 
concern, for many problems inherent current short range and inter- 
mediate range plans are directly traceable the failures absence 
long range projections from which shorter term planning should 
ically develop. 

long range planning, should start with the national goals 
objectives. These are dependent, turn, the technological develop- 
ments which will available for either waging war maintaining 
peace. This immediately brings into the picture the scientific potentials 
work now going on. The alternatives available from the interaction 
objectives and potential means are then translated into the projected 
tasks missions which systems requirements are identified specifical- 
ly. Resource requirements must considered these planning possi- 
bilities: first, provide realistic translations the impact potential 
impact state-of-the-art changes and, second, examine the feasibility 
availability means expected means for attaining these objectives. 

Resource considerations this stage must form substantially 
different from that currently identified “budgeting.” the long 
range planning area, budgeting may viewed primarily resource 
translation plans, used device for assisting the choice 
among various alternatives available the planners. Resource trans- 
lations become one test the determination whether either plans 
choices among alternatives are feasible. 

meet this requirement type resource estimating 
needed. This means the identification major kinds and timing 
resource demands. These, turn, must terms, first, 
the major activity (e.g. general war, limited war, etc.) and, second, 
the alternate means available for accomplishing the activity. This state 
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ment future resource requirements must time-phased with and cor- 
related existing short run and intermediate range plans. 

Flexibility extremely important. Activities must started the 
premise our longer term objectives and technological potentials. The 
information needed must set out packages resources required 
years for each the alternate military concepts can visualize. 

need differentiate between resource information used 
aid making major allocation decisions and the information re- 
quired carry out decisions and manage activities directed the 
Congress and the Executive. Clearly, these two requirements are dif- 
ferent and imply the need for two different types data presentation. 
For the planner and decision maker, format needed which oriented 
towards end objectives and tasks required implement each range 
alternatives from which given plan can implemented. For ad- 
ministrators and managers, presentation required terms ad- 
ministrative categories needed for the execution the individual tasks 
involved. 

These differences not require two separate documents one for 
planning and the other for administration. What needed instead 
two different presentations the same information, which identifi- 
cation can maintained through coding devices, the arraying 
items categories. 

present, long range planning only vaguely tied resource re- 
quirements. The result that our resource plans are inadequate see 
the whole picture for more than year time. Under current 
conditions, essential effective planning process that have 
continuous array the long range implications current plans. 

The making appropriations ought the context long 
range activity projections, with full knowledge probable budget im- 
plications arising from the decisions now being made. did nothing 
else, Congress would have far better grasp military planning and 
programming problems and would not “surprised” the periodic 
reprogrammings which are required because one service another 
suddenly runs out appropriations and forced slip cancel 
otherwise worthwhile projects. most instances sufficient know 
that appropriation for million dollars particular activity, 
commits millions dollars (plus minus 15-20%) annually 
number years the future. 

not the purpose this paper establish the precise format 
detail that should included long range projections. However, the 
following will serve illustration the activities which must 
considered when decision made start system RDT&E (Re- 
search, Development, Test Evaluation) make investment 
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the system for inventory. general, the package for activity should 
have the following characteristics: 

(1) The set should all-inclusive possible help 
preclude the omission significant resource elements when estimating 
the cost specified system force structure. 

(2) The categories should structured way that facilitate 
determination those elements the unit military capability under 
consideration which have the greatest impact total cost, and which 
are most sensitive changes hardware characteristics and/or 
ations system operational concept. 

(3) Provision should made for segregating total cost into the 
three major system phases: (a) RDT&E; (b) Initiation into the active 
inventory; and (c) Operation over period years after initial phase- 
in. 

With full picture potential decision points available together 
with time-phased resource impacts new systems, should pos- 
sible avoid the necessity least reduce the likelihood delays 
important programs, and the necessity for costly cancellation 
others common occurrence recent years. 
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THE issues executive retirement and the significant approach- 
taken companies are drawn together and presented below. 

Underlying company practice the retirement executives 
the objective assuring continuity effective management, the 
longrun interest the enterprise. this end, the majority com- 
panies shape, adjust, revise their practices meet the challenge 
imposed the constantly changing times. 

Management generally recognizes the sensitive balance required 
applying retirement policy, order achieve optimum utilization 
executive talents motivating all executives maximum perform- 
ance throughout their working life. 

Dealing with executives the application retirement policy 
has general been the basis understanding and concern for the 
interest both the individual and the company. Even among retired 
executives there understanding the need for retirement policy, 
even though has forced them into inactive status. 

One the chief concerns top management how assure that 
all executives retain interest and enthusiasm their work, through 
the age retirement. Companies with mandatory retirement policy 
not believe that, because such policy tends force retirements 
occur systematically, will also automatically insure satisfactory at- 
titudes among executives and effective planning for succession. 


The relation retirement overall staffing, succession, and the 
transfer responsibility inescapable. When men are available for 
future assignments others retire, there continuity the manage- 
ment the enterprise. But there additional and incremental value 
relating retirement staffing. men organization understand 
the relationship between their own retirement and the preparation 
their successors, more effective transfer responsibility upon retire- 
ment may expected. 

The need actively oversee retirement policy administration 
generally well recognized companies. 

The traditional, simple concepts flexibility rigidity cate- 
gorizing corporate approaches executive retirement are longer 
truly descriptive the light this study. The most prevalent approach 
executive retirement establishes fixed retirement age which all 
executives are expected, and expect, retire. But attached that age 
degree variability that permits company separate men, 
retain men, whenever the company’s best interests so. 

Early retirement can one the most important factors 
maintaining the tone the executive organization, but decisions this 
area are among the most difficult make. the eyes some men, being 
forced into retirement tantamount termination. fear this 
reaction, there sympathetic attitude among the executive group 
large, and consequent reluctance force early retirement col- 
league. But company experience shows that forcing retirement can have 
and stimulating effect organization, such action 
not arbitrary but clearly related the realities company’s 
situation. 

Although early retirement can expensive because the finan- 
cial arrangements generally made, many companies regard the cost 
keeping poor performer the payroll being greater than the cost 
early retirement. Some companies periodically offer supplement 
early retirement benefits all who step forward and voluntarily take 
early retirement. 

10. Decisions retain men after the normal retirement age are 
difficult because they may undermine retirement policy and thus affect 
the organization large. final analysis, when company decides 
retain man, has weigh subtle reactions retention, and the 
possible precedents which may established, against its need for the 
man. 

11. Consulting arrangements with retired executives provide varia- 
ble tool for management, that can molded fit variety 
situations. The selectivity afforded the consulting arrangement over- 
comes the objections rigid retirement policy without threatening the 
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dignity man who not retained. Consulting arrangements, however, 
can also have negative values the consultant interferes directly with 
the work the man who succeeded him. 

Procedures for the preparation executives for retirement have 
not been extensively developed among the companies, probably the 
presumption that executives are better able prepare themselves for 
retirement than are other employees. Both active and retired executives 
see some shortcomings company preretirement practices. 

Retention executives beyond specified normal retirement age may 
become necessary the future because the steady increase the 
proportion older people the population the United States. 
1970, there will appreciably smaller number younger persons 
entering the age groups from which, the main, executive manpower 
during that decade will drawn. 

Executive retirement understood the corporate setting has 
viewed broader framework than simply the retirement men 
the end their working careers. There bond between executive 
retirement and the management process. This the major finding 
this study. Realistic company practice compounded four elements: 

specified retirement age, based general understanding and 
acceptance within company. 

Early retirement, means retaining effective management 
organization. 

Selective executive retention, gain flexibility application 
retirement age the discretion company. 

Accountability and responsibility can contribute realistically 
motivation and morale and sound executive retirement. 
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THE ASSESSMENT executive motivations made here personal one. 
Certainly from the psychologist’s viewpoint, unscientific. However, 
based more than decade experience wrestling with in- 
dustry’s compensation and organization problems and observing top 
management work. 

One the basic executive motivations the challenge each 
finds our work. Essentially, are motivated increasingly bet- 
ter work for the sheer satisfaction accomplishment. the effective- 
ness this deep-seated motivation maximized, however, the 
executive must know the purpose and scope his assignment. Thus 
responsible for sales, should know his authority over the 
product line, pricing, the selection and training salesmen, organizing 
the headquarters and field selling effort, etc. With this knowledge, 


the position the professional the doctor lawyer steadily 
improve his competence the fundamentals his profession. 

Implicit the optimum use job challenge motivation are 
clearly defined job responsibilities. executive should not only know 
the limits his responsibility and authority but should also have 
reasonable understanding the quality work expected him. 
Many executive coasts along doing so-so work because his superior 
has set clearcut performance standards. 

intangible motivation that closely related job challenge 
the individual belief the value the work doing. 
The potency this motivation flows from the emotional identification 
the individual with worthwhile objective and the increased creative 
energy this imparts his efforts. The development such environ- 
ment industrial company takes leadership high order. 
requires that top management supply the organization with emo- 
tional basis for transforming dollar-and-cents business transaction into 

Status has been powerful motivation for centuries. And status 
motivation has many facets. For example, young executive may 
motivated strive for promotion that carries eligibility the 
executive bonus plan more because the status satisfaction implicit 
becoming member management” than the financial rewards that 
also accrue. More than one company loses much the impact this 
powerful motivation not letting lower-echelon executives know where 
bonus-plan eligibility begins the organization structure. What man 
does not know about, cannot aspire to! 

Promotion offers dual motivation financial reward and status 
that often poorly utilized. The individual promotion has company- 
wide motivational implications great importance. For example, when 
young executive high competence promoted over the head 
senior executive with so-so performance record, other executives are 
quick recognize the message: Performance will rewarded this 
company. 

One the most important executive motivations the urge 
achieve leadership. This inner drive compels man scramble the 
organizational ladder, often the expense his fellows, his family, 
and even his own health. the case other motivations, the urge 
leadership covers broad spectrum intensity. The leadership 
motivation, however, frail flame. burns brightly many young 
executive the lower rungs the executive ladder but flickers and, 
all too frequently, dies under the increasing buffetings competition 
the higher rungs. There another aspect leadership that has im- 
portant motivational values: the quality the leadership itself. Since 
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men have repeatedly shown their willingness follow leader 
virtually certain death, the quality leadership must necessity 
provide the most powerful motivations. 

One the critical responsibilities leadership establishing goals 
and seeing that they are attained. These goals run the gamut from 
work habits (such getting work time), acquiring company 
that rounds out product line, upgrading the quality 

The lash competition also effective developer outstanding 
performance the business world. There can little question that 
executives develop faster and more solidly environment that en- 
courages the full utilization individual’s capacity. Certain 
dustries lend themselves the development such competitive en- 
vironment. However, the most competitive companies any industry 
generally have highly competitive chief executive. effect, his organ- 
ization “the lengthened shadow” himself the leader. 

Fear powerful motivation for improvement. Dr. Will Menninger, 
the Menninger Psychiatric Clinic, commented recent seminar 
top-management executives that “anxiety major motivation 
producing change.” Unfortunately, most prefer things the 
way have been doing them until fear the consequences continu- 
ing this course impels accept new methods. other words, dis- 
cipline based fear, which turn produces anxiety spur 
progress. 

The psychologists tell that money not the most potent motivation 
the industrial scene. More often than not, they nominate “the ap- 
proval associates” the number-one motivation. Each executive ac- 
cording the thesis, will tailor his actions meet the 
environmental standards important his associates. Important group 
approval motivation, the psychologists frequently overlook the 
fact that money the generally recognized yardstick which this 
approval expressed. The man who has done outstanding work expects 
financially rewarded. 

The greatest impact the money motivation the executive group 
results from consistent administration promotion, salary, and bonus 
reflect the performance individuals. this done effectively, 
compensation administration becomes instrument for targeting the 
efforts individual executives the objectives the business, well 
stout ally the executive developmental process. 

Most chief executives use the various motivational elements in- 
stinctively rather than consciously. This not imply that such 
leadership any less effective. The chances are that the instinctive 
leader plays individual motivations more successfully than the leader 
who makes deliberate effort harness these incentives. However, there 


growing evidence that competition forcing more effective utiliza- 
tion all executive motivations, both financial and nonfinancial. And, 
since the demand for industrial leadership far outstrips the supply 
“porn” leaders, the need for conscious use these motivational 
elements developing rapidly. 


BECAUSE NEITHER PRACTICE NOR THEORY well understood, the 
grant/loan controversy foreign aid has been vastly oversimplified. 
Decisions have been reached without adequate analysis the debt- 
servicing Capacities aid-receiving countries the rate and type 
growth most likely promote the general welfare. Greater awareness 
needed precisely how grant aid differs from loan aid, how hard 
loans differ from soft loans, and how sales surplus commodities for 
local currencies differ from sales for dollars. Such knowledge pre- 
requisite for arrival balanced judgments whether the objectives 
aid programs can achieved exclusive reliance any particular 
form financing, various forms financing are needed, how the 
combination should determined. 

The big postwar programs have been grant programs. 1959, the 
burden foreign grants and credits the American economy, in- 
dicated the ratio foreign aid expenditures gross national prod- 
uct, was less than one third what had been 1946 down from 
2.5 per cent per cent. Most the aid funds have been spent 
goods and services American origin. The increased deficits the 
United States balance payments during 1958-60 cannot any signifi- 
cant extent attributed our foreign aid expenditures, which were 
lower total and more concentrated the United States during those 
years than during any other three years the last decade. 

When the United States provides grant aid commodities other than 
military supplies and equipment, the receiving government required 
deposit counterpart account the local currency proceeds which 
derives from selling the commodities its own nationals. With cer- 
tain exceptions, such construction equipment retained ministries 
public works DDT used public health services for malaria 
control, nonmilitary, aid-financed commodities are disposed through 
normal channels trade. Purchasers pay for them the currency 
their land; they not receive them gifts. The resultant counterpart 
account owned the country receiving the aid. small portion 
normally turned over the United States for such uses paying the 
local expenses American embassies, missions, and traveling Congress- 
men. this extent, the recipient country makes partial repayment 
for grant aid. 
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The balance the counterpart remains the possession the 
depositing country, but available solely for expenditures agreed 
the United States. The United States can veto proposed expenditures 
counterpart funds, but foreign governments can, they wish, 
vent the veto printing additional quantities their own currency 
using the deposit additional basis for the extension credit. 
The United States cannot compel foreign governments spend counter- 
part they not desire so. 

Unlike counterpart funds which are owned the countries that 
receive grant aid, local currencies local currencies re- 
sulting from the sale surplus agricultural products pursuant Title 
the Agricultural Trade Development and Assistance Act are 
owned the United States Government. P.L. 480 sales present 
represent far the largest, but not the sole, source United States- 
owned local currency accumulations. 

The differences between foreign-owned counterpart funds and 
United States-owned local currency accounts are more important legal- 
and politically than economically. Neither can command additional 
imports; neither serves substitute for dollar aid. foreign govern- 
ment, however, more likely grow uneasy about the American- 
owned account, fearful that substantial accumulations its currency 
the hands foreigners may give outsiders means frustrating its 
monetary its development policies. 

adopt policies that will hold down American accumulations 
foreign currencies sums that can repaid the United States 
real resources raises the much larger question how requirements for 
hard loans, soft loans, and grants can estimated. 

How should the requirement for foreign aid divided among hard 
loans, soft loans, and grants? The amount foreign debt that can 
serviced economy undergoing profound structural change can 
forecast only within wide range. The lower end the range hard 
loans would represent the consensus conservative estimates the 
country’s growth and export earnings. The upper end the range, 
which might 25, per cent higher soft loans would represent 
consensus based more optimistic assumptions. 

While foreign indebtedness remains the hard loan category, the 
chances repayment schedule are good. Lending activity here 
carried such institutions the World Bank and the Export- 
Import Bank. Institutions such the Development Loan Fund and the 
International Development Association that are prepared take some 
risks beyond those customarily assumed the conventional lending 
agencies should concentrate their efforts the area soft loans. The 
country’s estimated total need for foreign capital order increase its 


national income agreed percentage per year might extend still 
higher, necessitating grants. 

Under current procedures, the probability that the borrowing country 
will eventually able release enough foreign exchange repay 
real resources its accumulated P.L. 480, DLF, and other local currency 
loans rarely assessed with care. Full repayment foreign exchange 
likely the exception rather than the rule. When some our 
local currency holdings have written off, the American people, 
not having been adequately prepared for this eventuality, may feel 
deceived. Meanwhile, foreign countries may have grown excessively 
uneasy about the amount their currency piling United States 
other alien hands far more uneasy than they had known all along 
that the upper limits for such holdings had been calculated with the 
prospects for conversion into foreign exchange clearly mind. 

the final settlement takes the form granting some the United 
States-owned local currency the developing country, may difficult 
for the American people understand that the commodities that gave 
rise the United States-owned accumulation will long ago have been 
consumed, and the receiving country will not enriched any real 
sense acquiring title additional quantity its own currency. 

Giving back the buyer the currency with which bought the com- 
modities the first place only roundabout way giving him the 
commodities. makes little sense close the front door grant aid for 
economic development, the Congress has been doing, while leaving 
open the back door and several trap doors. 

grant aid for economic development not available, the alter- 
native for the low-income countries scale down their development 
programs below the rate seek extract larger savings 
from population already the margin subsistence. Either course 
may jeopardize the progress toward democratic institutions which is, 
and should be, major objective American involvement foreign 
aid programs. 

The procedure proposed herein implies program well project 
approach the promotion economic growth the less developed 
regions. country, alone collaboration with others, establishes 
its targets economic goals and frames medium- longer-term 
program for reaching those goals. Foreign sources financial assistance 
should equipped review constructively the proposed country 
development program or, the area does not yet have program, 
help prepare one that realistic relation the potentialities that 
country and consistent with the plans other friendly countries. 
Periodic reviews progress toward agreed goals should made, not 
only domestically, but also some international level. 
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THE suBJECT this discussion not the problems which research 
done, but rather the problems involved planning for industrial 
research and development. thinking about such problems, are 
immediately confronted with two major dichotomies. First, there the 
dichotomy individual creativity versus team effort. Second, there 
apparent incompatibility scientific research free-roving and 
analytical inquiry into the domain unpredictable phenomena, and 
commercial development the ultimate business outcome successful 
industrial research, with its practical aura economic and company 
values and restraints. 

great deal has been said about the selection creative scientists 
who can best perform the job research which have characterized 
basic exploratory. think will all agree that there are types 
scientists who are particularly interested and particularly well equip- 
ped for prospecting research those who are essentially self-starters and 
clearly demonstrate their capacity for seeking new ideas and initiating 
new approaches. Likewise, there are those who seem have special 
alertness toward pointing unexpected results useful direction. 

Traits character that are generally recognized important the 
selection the basic scientist, insure optimum use his scientific 
skill, have been variously described. say that has insatiable 
curiosity for the facts nature, that has thorn his side which 
incessantly forces him seek out new information unknown areas; 
thus have the problem seeking out the people who are readily 
spurred inspired into scientific creativity. 

Another problem convey sense individual responsibility 
such industrial scientists; through better communication and under- 
standing, let such people establish dignified basis for their ex- 
ploratory research. However impractical the scientist may seem the 
more business-minded managers, and however detached the scientist 
may from the ultimate practicalities involved, understanding his 
supervisors, prestige among his fellows, and rewards commensurate with 
his particular contributions are factors which can help encourage 
continued good performance and personal growth the industrial 
scientist matures. 

believe that company scientists cannot separated from ul- 
timate sense responsibility for company well-being any more than 


— 


academic scientists can disregard their personal identification with the 
teaching and research interests academic organizations. would, 
therefore, deduce that key problem regard basic research 
industry lies the relationship the scientist the company, and that 


planning for research this type calls for some concrete steps make 


this relationship effective one. 

addition, have the problem selection fields which 
perform basic research. Presumably, the scientists whom select for 
such work should free choose their research interests and free 
investigate atmosphere that characterized absence un- 
fruitful inhibitions. not enough, however, merely set the stage 
and then leave all else the intuition and independent judgment 
the investigator. After all, the creative process realignment 
relationships known factors new ways. Certainly can increase 
the chances favor significant discoveries potentially useful the 
company giving the scientist better appreciation future potential- 
ities for company growth that might result from technical accomplish- 
ments selected areas. The intuitive choices scientist pursuit 
unknown facts can favorably influenced his acquaintance with the 
long-range objectives the company, well its capacity for develop- 
ment, its visualization future marketing needs, and with the basic 
economics the industries serves. 

not enough say that planning for basic research involves only 
the problem careful selection and adequate support basic scientists. 
For industry, this would oversimplification. must also face 
the problem stimulation the scientist toward long-range company 
objectives through enlightened exposure the technical capabilities 
the company and its long-range technical needs. 

Out successful basic industrial research will come certain leads 
scientific breakthroughs that may provide starting point for develop- 
ment. However, before the inception full-fledged development work 
there usually phase work which involves more careful definition 
the nature the lead breakthrough terms more direct prac- 
tical values. This the phase applied research. 

Here again have the problem selection scientists who can 
approach this kind work creatively. addition, there are other key 
problems planning for applied research. Perhaps the predominant 
one that which imposed the duality that the inherent nature 
business. soon start speaking about industrial research toward 
definite objectives, must thinking terms manufacturing and 
selling goods; other words, must deal with both the process and 
the use aspects. Planning for research must, therefore, provide 
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for interaction the men who seek define the best avenues for 
process development and those who seek apply the product the 
ways having the greatest commercial promise. 

Meeting the problem predetermined economic goals and the prob- 
lem effective teamwork, does not involve any insurmountable difficul- 
ties. The necessary forethought economic criteria requires spell- 
ing out advance process cost, coupled with investment estimates, 
based the results applied research. Successful planning for develop- 
ment increasingly dependent finding satisfactory solution the 
problem formulating the applications and market development 
program. Frequently, encounter associated problem the selec- 
tion suitably qualified personnel. The universities give little 
training today applications research and development. con- 
sequence, the people selected for such work must trained associa- 
tion with others longer experience. 

early feasible development project, plans must made for 
extension applications work the field. that time, the in- 
formation potential use must come either from general knowledge 
customer needs from market research studies defining potential 
requirements for products displaying utility particular kind. The 
problem determining product marketability changes from one 
prediction one evaluation. soon sufficient material becomes 
available, field tests are generally arranged. Parallel with this problem 
linkage applications study inside and outside the company the 
problem linkage process work between laboratory and pilot plant 
and the engineering and operating organization anticipation the 
commercialization the project. Satisfactory planning the advanced 
development phase must anticipate the difficulties involved this 
transition and provide for adequate overlap responsibilities the 
various company units involved. 

Both these linkages the project potential product consumption, 
the one hand, and plant operation the other are aspects the 
central problem commercialization: the transition from the idealized 
conditions research and development the practical conditions 
the real world. Planning for research must provide for courageous but 
sensible approach that problem. 
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THIS MAY INTEREST YOU 


book recently published the Brookings Institution (1775 Mass. 
N.W., Washington D.C.) especially applicable the current 
talk about our trade policy. Import Liberalization and 
The Effects Unilateral Reductions United States 
Import Barriers (388 pp. $6.75), the book authored Walter 
Salant and Beatrice Major conclusions this study are 
outlined Brookings press release, part which shall now cite: 

The book provides systematic estimates probable short-run changes 
employment that might result from displacement American output 
goods from abroad. The estimates deal with the effects that occur 
when imports specified amount replace the domestic production 
each industries. They also deal with the offsetting effects 
employment that might expected American exports increase 
result the rise imports. One the central conclusions the 
study that the short-run impact further reductions imports 
total employment would slight for the economy whole, but that 
could impose hardship industries directly affected. 

For the economy whole, the authors estimate that: 

(valued 1953 prices) would lead gross displacement 
employment 115,000. comparison, the decline employment was 
more than times much during each the postwar recessions. (If 
the offsetting effects increase exports are considered, the 
net drop employment would about 86,000.) cause even one 
per cent drop total employment, imports that displace domestic 


output would have increase more than billion. 

The problem providing new jobs for workers who might 
displaced result greater foreign competition would only 
slightly aggravate the broader task providing jobs sustain 
normal economic growth. The expansion the labor force and the 
productivity require increase estimated 1.9 
million jobs every year. diversified increase imports 
billion dollars year would raise this requirement about 
per cent, about million jobs, and would only the 
year which the increase occurred. 

For industries directly affected increased foreign competition, 
however, the authors point out that dislocation may real 
hardship: 

The impact import liberalization varies greatly. The decrease 
employment industry resulting from displacement its 
domestic output ranges from 194 per million dollars output 
displaced over the industries analyzed. 

Displacement labor resulting from increased imports may 
compared with normal turnover. The total number people who might 
lose their jobs result billion-dollar diversified increase 
imports about one per cent the total number different 
people who are unemployed some time during the year. average 
year about one out eight workers out job and looking for 
one some time during the year. Such people are usually absorbed 
into vacancies caused death, retirement and voluntary separation. 
industries that would affected increase imports some 
the decline employment could handled not filling such 
vacancies. 

The impact import liberalization similar the impact 
technological improvements that industries are not affected equally 
either foreign competition innovations. (They are also 
similar that both contribute the long run improving national 
productivity getting more national output with given amount 
labor capital.) the industry expanding one, workers may 
not displaced either technological improvements reductions 
import barriers. But general, protected and import competing 
industries are characterized subnormal growth actual stagnation 
contrast industries which technological advance usually 


rapid. Thus, reductions import barriers may decrease employment 

many affected industries even when the economy whole expanding. 
The authors declare that the possibility that individual industries 

and localities may suffer from serious unemployment cannot dismissed 

lightly. Some the effects may mitigated reducing import 

barriers gradually and policies that encourage economic growth. 
Other books which may interest you are described below, and 

should ordered either from the publisher from your local 

bookseller. 

Bryce, Murray D., Industrial Development. New York, McGraw-Hill Book 
Company, Inc., 1960. 282 pp. The present book covers the problems 
analysis, choice, and financing industrial projects whose 
profitability treated from the point view both individual 
businesses and the economy whole. This discussion 
certain basic principles for distinguishing good from bad projects, 
for assigning priorities, and how they can systematically applied 
the job economic development. 

Form, William and Miller, Delbert C., Industry, Labor, and 
Community. New York, Harper Brothers, 1960. 739 pp. This book 
seeks analyze the external relationships which are developing 
between business, labor, and other community agencies. These complex 
relationships are viewed both their cooperative and conflict 
dimensions. The authors try provide perspective outlining 
the historic relations among business, labor, and community 
organizations, their current structures, and their future 
relationships. 

Friedmann, Wolfgang and Kalmanoff, George (eds.), Joint 
International Business Ventures. New York, Columbia University 
Press, 1961. 558 pp. $15.00. book presents critical study 
the positive and negative aspects joint international business 
ventures. The culmination four-year research project, 
assesses the global significance direct foreign investments and 
the special aspects joint ventures. The volume based data 
gathered from studies conducted twelve countries and from 
interviews conducted with government officials, economists, 
businessmen, and lawyers concerned with this aspect foreign 
investment. Country studies which this volume based include 
Brazil, Burma, Colombia, India, Italy, Japan, Mexico, Pakistan, The 


Philippines, Turkey, and West Germany. 


the Nuclear Age. Cambridge, Mass., Harvard University Press, 1960. 
422 pp. The purpose this book explain way looking 
military problems regarding them as, one their aspects, 
economic problems the efficient allocation and use 
doing this, the authors believe there hope reconciling the 
apparent conflict views between the officers and officials who are 
responsible for defense and the officials and Congressmen whose 
primary interest economy. 

Lanston, Aubrey G., Critique the Eckstein Report. New York, 
Aubrey Lanston Co., Inc., 1960. 117 pp. This detailed 
critique report released December 1959 the Joint 
Economic Committee Congress headed Otto Eckstein, associate 
professor economics Harvard University. The author presents 
his arguments against sections the report which feels are 
slanted the way that might expected highly-partisan 
political document. believes that the proposals made this 
report would decrease the freedom choice open individual 
Americans. 

Machinery Allied Products Institute, Company Guide Sources 
Export Washington, D.C., 1961. $5.00 MAPI member 
companies, $7.50 others. This guide addressed the need for 
information concerning those external sources export credit and 
debt capital which are especially suited financing sales U.S. 
exports. not only delineates the particular objectives and 
operating characteristics the institutions discusses, but also 
presents detailed exposition each case the institution's 
operating policies, financing procedures and terms, procurement 
requirements where they exist, and application procedure. 


Sincerely, 


William Falcon, Editor 


Hitch, Charles and McKean, Roland N., The Economics Defense 


Buy AMERICAN ACT the last decade has created number 
intense controversies which arose the first place from the patent dis- 
cord between the act and the central theme United States inter- 
national trade policies. Although the United States has vigorously es- 
poused the reduction and elimination trade discriminations, and 
preferences, itself engages these very practices means this act. 
Moreover, the statute troubles international waters even broader 
degree, because the anti-foreign face presents nations working 
common cause with the United States introduces element discord 
into these relations that times has assumed inflammatory proportions. 
Finally, despite the emphasis placed governmental economy, the act 
requires the United States pay more than private enterprise pays for 
equivalent products. 

The act prohibits federal agencies from procuring raw materials 
manufactured articles from foreign sources for use within the United 
States, unless the head the procuring agency determines that domes- 
tic procurement inconsistent with the public interest that the 
domestic cost unreasonable, unless domestic materials products 
are not available sufficient quantities are not satisfactory quality. 
The “unreasonable cost” exception has been the focus attention 
the practical administration the act and, when domestic competition 
exists, represents the sole basis which foreign supplier can hope for 
contract. 

The act contains criteria define when domestic cost 
considered unreasonable. fill this gap, federal agencies began 
1934 follow the principle that domestic bid cost was not 
considered unless exceeded the corresponding foreign 
bid cost twenty-five per cent. Moreover, the protection actually 
afforded the domestic supplier greater than the sum the “Buy 
American” differential and the import duties which the foreign 
product subject, because the foreign bid price which the differ- 
ential based has usually included the amount paid import duties. 

The Department the Interior was the first modify the rigid 
“twenty-five per cent” formula. With the duties power equipment 
ranging from twelve per cent fifteen per cent, the Department felt 
that the aggregate the twenty-five per cent “Buy differ- 
ential and the duties might make reasonable price competition between 
domestic and foreign suppliers impossible. Accordingly, September 
1951, the Department the Interior modified its procurement regula- 
tions, authorizing the Secretary determine that the domestic cost was 
unreasonable foreign bid afforded total saving greater than fifty 


thousand dollars, even though the differential was less than twenty-five 
per cent. 


The Buy American Act: 


Review and 
Assessment 


Columbia Law Review, Vol. 61, 
No. March 1961, pp. 430-462 


Laurence Knapp 


Engaged counsel 


international trade foreign 


commercial interests 


(21) 


(22) 


unpublished memorandum June 19, 1952, from the then Under- 
Secretary Defense, the so-called “Foster Memorandum,” requested 
the secretaries the service departments, with whom procurement 
authority rests, ignore price differentials and consider “competitive 
bids from sources the United States and friendly foreign 
common basis.” memorandum stated that had been deter- 
mined that the Buy American Act was not with the objec- 
tives the Mutual Security Program and United States foreign policy.” 
While the memorandum permitted exceptions favor domestic sup- 
pliers when necessary for national security, promote small business, 
combat domestic unemployment, and aid depressed industries, its 
emphasis was the elimination all price differentials. Albeit short- 
lived, the “Foster Memorandum” remains the most far reaching all 
efforts eliminate Buy American restrictions. 

January 1954 Eisenhower’s Randall Commission rendered its 
report, recommending “across-the-board” liberalization the United 
States trade policies. The Buy American Act was condemned concept 
and consequence and the Commission recommended that its application 
suspended reciprocal agreement with other nations, and, pending 
such modification Congress, proposed that the President require 
executive order the procurement departments treat “foreign bids... 
substantially the same price basis domestic bids.” 

1954 the President issued order designed make the applica- 
tion the Buy American Act uniform within the executive branch. Its 
principle features are (1) classification supplies foreign the cost 
their foreign components constitutes fifty per cent more the cost 
all their component products, and (2) determination that domestic 
bid price unreasonable and that purchase that price inconsistent 
with the public interest the domestic price exceeds the foreign price 
six per cent. Procurement agencies may, however, accept domestic 
bid exceeding the six per cent differential (a) for reasons national 
interest, (b) assist domestic small business firms, (c) promote 
production area substantial unemployment, (d) whenever 
the head the agency considers the domestic price reasonable, 
domestic production the public interest. 

These exceptions are not quite formidable operation they 
would appear. Furthermore, the application these exceptions not 
mandatory, the department heads having discretion reject domestic 
bid coming within one the exceptions. But procurement agencies have 
not exercised this discretion favor foreign awards. the con- 
trary, this reservation discretion has exposed the departments the 
pressure political forces, with the result that self-executing one, 
such the unemployment exception, has assumed mandatory rather 


than discretionary character. 

view the low levels foreign procurement both prior and 
subsequent the Executive Order, clear that the original intention 
the Buy American Act restrict governmental procurement 
United States suppliers is, despite the Executive Order, still being 
attained. Indeed, view the trade expansion sought the order, 
must appear surprising that foreign sales federal agencies have 
remained such low levels. This can accounted for considerable 
part more competitive goods many industries and the reluc- 
tance foreign suppliers cope with the complexities the govern- 
mental procurement process. But perhaps equal greater cause 
the anti-foreign face the act, and the fact that the Executive Order, 
applied deny foreign awards various cases attracting wide interna- 
tional attention, has appeared foreign observers have been given 
the same anti-foreign thrust the act itself. 

the question whether the act desirable, the response official 
study groups and editorial opinion has been repeated, uniform, and 
sometimes resounding “No” with consequent recommendations for 
repeal the act. The author believes that the case for full and un- 
conditional repeal overwhelming. conflict with the essentials 
long-standing United States trade policies, saddling the government 
with extra costs, and conducive international embarrassment and 
strain, the act’s fundamental Buy American command wrong 
principle and deleterious its effects. 


NATIONAL RELATIONS view its activities in- 
volving only quasi-judicial functions, and not substantive rule-making, 
untenable. The Board has clearly abandoned the quasi-judicial ap- 
proach, and has engaged substantive with respect 
the standards governing the exercise its jurisdiction. The Board’s 
view that the role which performs one which the rule-making 
process not well adapted patently unsound. That process exactly 
what the Board has used least two, and possibly four, major areas 
its work. Indeed, the swb rosa formulation rules the guise hoc 
decisions eloquent testimony the necessity utilizing rule-making 
powers for effective discharge the Board’s obligations. 

agency with case load large that the NLRB under- 
standably under great pressure state the full implications any new 
development any departure from former precedents, even though 
such explanation not necessary disposition the immediate case. 
otherwise invite additional litigation determine the extent 
the new Board policy. And the area regulated the NLRB, clients 
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are notably eager have counsel experiment freely aetermining the 
fullest limits their powers and the exact restrictions imposed upon the 
use the weapons available those whom they view economic ad- 
versaries. Changes occur frequently, not through amendment the 
statute, through adoption new agency policy accommodation 
agency policy the mandates reviewing courts. Finally, the Board 
deals with vast number cases involving similar problems; unlike 
body having only individualized and isolated contacts with those 
ments involving broad generalizations. 

The question remaining whether the Board’s sub rosa rule-making 
viable alternative the use procedures set forth the Adminis- 
trative Procedure Act, which provides statutory basis for invalidating 
rules adopted without conformance the standards established the 
Act and which requires that notice proposed rule-making published 
the Federal Register. One does not lightly reach the conclusion that 
major agency government has been operating violation the 
provisions the Administrative Procedure Act. But the proposition 
taken proved, what are and have been the consequences? Beyond 
our concern for even technical departure governmental authorities 
from the standards established law, the immediate threat that im- 
portant programs the NLRB, affecting multitude employee, 
union, and employer interests, may upset and invalidated upon court 
review. 

Noting that the principle prejudicial error had been incorporated 
the review provisions the Administrative Procedure Act, the Court 
Customs recent decision concluded that the purpose 
that incorporation was not repeal the express requirement 
that notice intended rule-making published. Contemplation 
the chaos and confusion, the frustration legitimate private interests, 
and the calamitous sacrifice public interest labor matters which 
would result from similar decision with respect any one the 
major areas NLRB activity strongly counsels against doubtful cir- 
cumventions the rule-making provisions the Administrative Pro- 
cedure Act wherever they are applicable. 

This stark possibility aside, the Board’s failure utilize rule-making 
proceedings presents few instances harm clearly done opportu- 
nities foregone. Determination whether agency should proceed 
the development policy hoc basis through the more formal 
route rule-making involves the exercise judgment multitude 
factors; among them are the nature the problem presented, the in- 
formation available concerning that problem, the practicability 
formulating from that information principle general applicability, 


and the desirability avoiding retroactive changes law. 

seems clear that the reliance the presumably hoc 
policy-making process has done harm its own program well 
private and public interests general. Also, failure use the rule- 
making process may actually have deleterious effect the substantive 
standards finally formulated; these may less sound just, even 
their future operation. Moreover, agency which views its role 
the formulation policy solely upon hoc basis may neglect entire- 
seek the advice and comments other interested parties making 
decision momentous importance. 

final evaluation, appears that the Board’s reluctance utilize 
formal rule-making procedures constitutes unfortunate failure 
realize the advantages the administrative process available 
agency with both quasi-judicial and rule-making powers. That failure 
has already involved the Board difficulties with its substantive objec- 
tives. The possibility that entire area Board activity may un- 
settled through its failure comply with the Administrative Procedure 
Act provides strong caution against continuance disguised rule- 
making activity. 


the recession 1954, the Japanese government sent 
several study teams the United States, under the sponsorship the 
International Cooperation Administration, study the important role 
marketing research, and, upon their return Japan, they were able 
contribute greatly the development marketing research 
their country. 

number technical problems then arose which made necessary 
send team marketing-research specialists the United States 
1957 discuss questions methodology with their American counter- 
parts. The team’s primary objective was gain first-hand knowledge 
how American firms applied certain concepts marketing research. 
result this visit, impetus was given the establishment the 
Japan Marketing Association, modeled closely after the American 
Marketing Association with respect aims, organization, and policies. 

Marketing research activities Japan have now attained relatively 
high level practice, but are still far below American standards. 
enormous disparity still exists the manner which marketing re- 
search practiced from company company, and from industry 
industry, showing once again that economy extremes one 
Japan’s characteristics. 

Marketing-research departments large Japanese companies are 
generally under the control the sales department the planning 


Marketing Research 
Practices and Problems 
Japan 


Journal Marketing, Vol. 25, 
No. April 1961, pp. 34-37 


Junji Hirata, Akira 
Fukushima, Tsukuru 
Omuro, Masao Shiosaki, 
and Katsuaki Takeda 


This article, prepared final 
form David Carson, 

Professor Business Adminis- 
tration, Boston University, 
based upon paper read the 
Boston Chapter the American 
Marketing Association 
February 24, 1960, written the 
five marketing research executives 
mentioned above 


(25) 


| 


(26) 


department. While the activities these departments are the main 
centered demand forecasts, product planning, distribution systems, 
and advertising, the areas emphasis depend largely the individual 
companies industries, the United States. 

Co-operative research performed trade organizations frequently 
supplements that done individual enterprises, particularly indus- 
tries where marketing research has already been widely accepted. Co- 
operative research helps eliminate duplication effort, but the scope 
such research necessarily confined the common interest, such 
over-all demand forecasts. Currently there are three sizable marketing 
research companies Japan. 

number government officials whose major interests lie com- 
mercial activities are also directing their energies toward the advance- 
ment marketing research Japan. They are serving instructors 
the training courses this subject frequently held major cities, 
and are acting liaison personnel between the federal government and 
business. 

Many problems still face the Japanese. The foremost problem con- 
cerns statistics. One the biggest obstacles the development 
marketing research the fact that these statistical data are frequently 
inconsistent and unreliable with regard their quality well their 
availability. This often makes impossible for the researcher obtain 
reliable over-all picture marketing situation. Within single 
industry, one company may lag far behind another the character 
its statistical data, and the same condition frequently exists with regard 
various industries. 

The next problem area industry-university co-operation. 
traditional characteristic that Japanese business circles and academic 
circles maintain mutual state aloofness indifference, even though 
there has been some improvement this situation late. Thus, some 
professors particularly those who teach marketing-research techniques 
colleges are trying co-operate closely with businessmen, and sim- 
ilarly, certain industries have provided them with research funds for 
studies specific fields. 

Another problem the lack sufficient private research organ- 
izations. Extensive use outside consulting firms widely practiced 
the United States and elsewhere. The establishment large number 
capable research organizations urgently needed Japan order 
assist business formulating its marketing policies more solid 
grounds. 

Another obstacle the lack adequate utilization computing 
machines research. The introduction advanced-type computing 
machines private enterprise lagging compared with their use 


— 


the United States. Firms which offer such calculation services, sometimes 
called centers,” are practically non-existent Japan. Ac- 
cordingly, these basic processes are necessarily performed manually, 
most uneconomical and time-consuming procedure. 

Japan’s complicated distribution system has been responsible for 
enormous and continuous difficulties for the entire national economy. 
The system contains such large number small distributors that 
abnormal situation results when compared with the distribution systems 
other industrialized nations. even the large companies face 
many obstacles establishing their distribution systems rational 
basis. Occasionally their efforts are fruitful but, unfortunately, this 


not always the case. Surely Japanese marketers must solve this problem 
the near future, distribution will seriously suffer. 


THE WHOLE QUESTION corporate participation public life one 
that too often gives rise only noble generalizations and pious pro- 
testations and woolly reasoning the part both its friends and 
foes. The first thing should ask ourselves whether there really 
the need, the convincing reason for business enterprises spend val- 
uable time and effort public affairs activities. the surface, the 
question seems easy answer. certain instances the business cor- 
poration has legitimate concern with public affairs great 
justify very substantial expenditure staff time and effort in- 
fluence, can, the outcome affairs. 

almost universally accepted today that the corporation has 
legitimate interest all the things vital our country and our way 
life. are concerned with the health our educational system, our 
transportation arteries, our agricultural economy, our urban areas, and 
with the state economic health and employment throughout the 
nation. And the government impinges strongly all these, our con- 
cern must directed largely the actions government itself. 
economic enterprises are legitimately concerned with the conduct 
foreign policy affects the national and international economic 
climate. And surely, organizations that are essentially aggregates 
people, have direct concern with human betterment and im- 
pelling reason contribute whatever can that cause. Perhaps the 
best and only charter need for public action that might have 
something contribute. 

second major reason for business participation public affairs 
activities lies the growing impingement business local, state, 
and national governments. most important that businessmen rec- 
ognize this important element self-interest its public affairs 
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programs. All Americans should know that both proper and 
essential responsibility management advocate vigorously and ef- 
fectively the interests business enterprises before courts, legislatures, 
and administrative bodies. There widespread misconception that 
somehow wrong for corporations thus attempt influence 
legislation affecting their interests. Nothing could further from the 
truth. 

Indeed the law wisely permits the widest latitude corporate public 
affairs action precisely where the corporate interests are most clearly 
involved. That not deny that often true that things for which 
business may fight self-interest may also very much the national 
interest. 

emphasize the importance taking stand this point for two 
main reasons: First, action taken open and avowed expression 
self-interest has the virtue being credible and certainly more com- 
pelling than support activities basically extraneous business in- 
terests. Second, effective representation business legislatures be- 
comes increasingly vital the electorate shows ever greater willingness 
intervene through law the workings the economy. 

nomic policies and activities, then let try have all the men under- 
standing, competence, and responsibility can positions in- 
fluence public life, the legislatures, the government both 
sides the aisle. Let miss opportunity educate, persuade and 
convince all who will listen speaking not partisans one political 
party another, but partisans vital and useful economic system 
that can tolerate only limited amount manhandling. 

There are ample reasons for companies that have not already done 
think seriously about establishing some form public legis- 
lative affairs program their own. The form that each company’s activ- 
ities might take, the relative emphasis legislative representation 
general encouragement political participation is, course, 
matter for each company determine relative its needs and resources. 
Far more important than the organizational forms adopt are the 
attitudes that underlie them. 

find that non-partisanship essential feature all such 
activities. the case employee programs, necessary keep 
mind that the objective not further the pet political theories top 
management; help build American political life, the 
electorate, and both major political parties solid, active group 
politically and economically informed and moderate people. Corpora- 
tions should politically neutral. 

legislative relations, the importance non-partisan approach 


the company obvious. believe that frank, persistent, respectful 
approach legislators will accomplish something least nine cases 
out ten. will time create atmosphere mutual confidence 
and, greater lesser degree, will affect changes attitude and 
viewpoint. 

must learn live with only limited success. Businessmen pol- 
itics must learn the art compromise. must prepared con- 
centrate our efforts pro con where they will the most good. 
flail out blindly against every proposal extend the functions 
government will succeed only dissipating our political resources 
and losing the respect and support legislators and the public. 

think must try whole lot harder than the past approach 
national problems and specific legislative questions positive and 
constructive spirit. For every business gripe, there ought least 
one constructive idea. And could begin even out the ratio 
complaints helpful hints, would greatly enhance, I’m sure, the 
effectiveness business government. 


AMERICA much emphasis has been placed upon freedom, liberty and 
opportunity. fact, this philosophy constitutes the basic aspect 
American tradition. For some time this struggle for equality has been 
spreading into the area labor relations. The development this 
section the economy has been greatly facilitated recent labor 
legislation. should recognized that laws are the result forces 
the social and economic environment, and that effective they must 
grow out common usage the mores. Recent labor legislation has 
restricted many the rights that were acquired management because 
ownership, and has intensified the problem the union’s encroach- 
ment into the area managerial prerogatives. 

Also, recent legislation has revolutionized the older concept labor 
that was basic earlier economic reasoning, emphasizing the natural 
resource concept labor. result the Clayton Act and later laws, 
emphasis has been placed upon the citizenship concept labor, which 
postulates that workers should have equal voice with management 
the determination wages, hours, and conditions employment 
industry. 

analysis the protective legislation enacted Congress reveals 
that numerous attempts have been made protect and increase the 
status the worker granting him aid during the crisis periods his 
life, emancipate workers through the socialization industrial 
hazards. Now the employer forced assume more the cost indus- 
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trial accidents, not because responsible for them, but because 
strategic position reduce them minimum through safety 
training, the installation safety devices, and intelligent selection 
and placement employees. 

The Unemployment Compensation laws place responsibility upon 
employers bear part the financial burden resulting from various 
types unemployment. And the old age annuity and survivors in- 
surance aspect the Social Security Act represents another attempt 
give some form equal protection employees. was recognized that 
the older employees needed some form assistance because while the 
life span was increasing employers were establishing hiring limits 
effort maximize production and minimize costs. most recent years 
unions have succeeded increasing the trend toward industrial pen- 
sions. 

analysis the recent labor legislation enactments reveals that 
there has been definite and conscious effort equalize the power 
unions and management. For example, the Norris LaGuardia Act 
passed 1932 was designed make the legal devices used manage- 
ment retard unionism impotent. 

The Fair Labor Standards Act passed 1938 established minimum 
wage, maximum hours without overtime compensation, and established 
standards for the employment children industry. The assumptions 
underlying this statute reveal the philosophy relative these problems 
that had been developed over the years. the first place was assumed 
that competition sometimes predatory. Also workers were entitled 
live health and decency plane. they could not reach this goal 
through their own economic strength was the government’s preroga- 
tive and duty lift them this level. Furthermore, was assumed 
that the first charge against industry the living wage defined the 
law, and that plant that could not pay this wage was not asset 
but liability the community, and should not subsidized 
cheap labor. 

The main function the National Labor Relations Act was 
equalize the powers and rights the union and the employers. From 
the functional point view, the law was enacted equalize bargaining 
relations because this was the way obtain industrial peace. 
reasoned that collective bargaining the only device that has been used 
labor elevate its status that compatible with the capitalistic sys- 
tem. analysis the decisions the National Labor Relations 
Board and the courts definitely shows that the status unions has been 
greatly elevated. 

Because these privileges granted labor has been contended 
that unions were becoming too powerful. The Taft-Hartley Act 1947 


amended the National Labor Relations Act order restore equality 
bargaining power between the union and management. Another at- 
tempt solve the problem the imbalance power between the 
unions and the employers led the passage the Labor-Management 
Reporting and Disclosure Act 1959. 

Unions are still emphasizing the inequalities that prevail the 
area social and labor relations. They have contended, and some 
instances have realized their demands, for equal representation draft 
boards, school boards, and various boards appointed deal with labor 
problems. 

This brief survey indicates that welfare state, although condemned 
theory, becoming practical reality. Apparently this change 
more less inevitable economy comparable the one controlling 
the United States. When problems arise the area industrial 
relations that management and unions either cannot will not settle 
adequately then the government required participate the matter. 

This obvious trend has been both criticized and praised. Some econ- 
omists are fearful that unless checked that the end result will 
laboristic economy rule labor. Others contend that welfare 
society will created and that this will destroy our free enterprise 
economy. Proponents the trend hold that the changes are developing 
and spreading industrial democracy, and are creating environment 
where all groups can function laissez faire basis. 


SINCE great extent the handmaiden politics, 
government undoubtedly will have much say about the shape the 
American economy the 1960s. There are, however, overriding 
economic forces today that will determine the function government 
economic affairs. Our economy flexible enough operate success- 
fully with considerably more considerably less government interven- 
tion than now have. 

general expectation that the present balance political forces 
within the United States will continue for the rest the decade. The 
present Administration (or one very like it) will work with Congress 
somewhat more conservative than the Administration. Together they 
will reflect fairly accurately the temper the public. This forecast as- 
sumes that the cold war will continue its present degree intensity 
and that shall live with the Russian version “peaceful coexistence” 
rather than the Chinese. 

not mean imply, however, that the role government 
American life will remain static. balance, seems that the trend 
toward more government intervention will continue. 
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For contrary view about the 
importance government 
intervention key wage 
disputes see Collective 
Bargaining the Basic Steel 
Industry Robert 
Livernash (U.S. Printing 
Office, Washington 25, D.C.). 
This book was abstracted 
the June 1961 issue The 
Executive. Ed. 
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Let consider some the major economic problems, calling for 
government action, that have become apparent. 

First, there the question accelerating the rate growth the 
economy. are exhorted return the historic rate some three 
per cent year and then move four five per cent. this 
really our goal, much will have done. For instance, would have 
to: (1) Increase the rate capital formation the provision capital 
goods, such machines, that produce wealth. (2) Encourage business 
modernize its equipment. (3) Stimulate research and development. 

(4) Keep industry operating full capacity. (5) Provide for full em- 
ployment labor, perhaps with longer work-week than now have. 

comprehensive program these lines could mean: (a) overhaul 
the tax system favor savers and investors; (b) government programs 
for research nondefense well defense industry; repeal 
premium overtime laws. Most these measures run strongly counter 
prevailing political trends. 

The contribution growth that wins widespread political acceptance 
the maintenance full employment, and the techniques for achieving 
are well known. But, judging experience, have not yet learned 
how achieve continued full employment without inflation, particular- 
the wage-price variety. 

The public almost certainly wants assurance that full employment 
will not accompanied inflation. achieve this, government inter- 
vention important wage disputes with respect both prices and 
wages would, opinion, necessary. The country whole 
has vital interest important wage disputes and only the President 
himself can adequately assert that interest. 

nothing done and inflation occurs, one the most serious 
consequences would increased pressure for protection from foreign 
competition. And significant departures were made from our liberal 
trading policy, the forces protection would gather further strength. 
Then might return policy high protection, with incalculable, 
distressing consequences our foreign policy. 

Another possibility that the government will impose direct wage 
and price controls. This could happen failed check wage-price 
inflation selective action i.e. intervention important disputes. 

second urgent problem that “structural unemployment,” un- 
employment resulting from the decline industries from automation 
thriving industries. There can cure, other than make-work 
projects, for structural unemployment workers cannot move places 
where jobs are available. They naturally prefer stay where they are 
the prospect elsewhere also unemployment. Not merely full employ- 
ment, but overemployment (an excess demand for labor), may 


needed induce labor move. Such overemployment likely pro- 
duce unacceptable degree inflation. 

Consequently, facilitate mobility labor and ease its burdens 
individuals, the government may have intervene. The measures 
called for are training retraining, expanded employment services and 
movement allowances. 

third problem that agriculture. Its solution calls for less 
government intervention rather than more. U.S. productivity agri- 
culture one the most valuable resources have contribute 
economic development throughout the world. This resource being 
extensively but inefficiently used the foreign aid program. Its effec- 
tiveness could greatly increased the pattern U.S. production 
responded world needs rather than domestic agricultural policy. 
There danger that the present Food For Peace Program may perpetu- 
ate the present inefficient pattern production the U.S. disposing 
surpluses, seems make more surpluses politically tolerable. The 
economic and political objectives our foreign policy would better 
served foreign aid funds were used buy agricultural commodities 
the world market and the surplus disposal program were eliminated. 

The fourth problem area that social welfare. There can little 
doubt that over the decade the trend will for expenditures all 
these services rise. these demands for public services increase, the 
fiscal relations between the various levels government will demand 
increasing attention. Many the services can most effectively provided 
state and local governments. The question whether those govern- 
ments should raise the additional revenue needed should depend 
federal grants-in-aid will come sharply into focus. 

Fifth, and finally, the impact foreign economic policy the do- 
mestic economy must taken into account. That policy calls for 
expanded foreign aid program. But our balance payments the 
present precarious position. Therefore, larger foreign aid 
program must accompanied increased exports, decreased imports 
decreased outflow capital. 

domestic inflation can kept under control, there reason 
why American industry should not become increasingly able compete 
with foreign producers. Otherwise, expanded foreign aid program 
may require the introduction government controls. These might take 
the form tying aid American production, limiting the export 
private capital restricting imports through tariffs quotas. 

One aspect foreign aid has received insufficient attention. the 
President’s proclaimed objective increasing foreign aid carried 
out, the greatest shortage likely not dollars foreign ex- 
change, but the skilled manpower needed administer program 
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covering many countries. Ordinary methods government 
recruitment are likely inadequate. The solution may require 
entirely new arrangements for cooperation between government and 
private institutions. 


New Design for the 


The Statist, Vol. 173, No. 4342, 
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GREAT DEAL work being done the headquarters the Inter- 
national Monetary Fund Washington and the central banks and 
Treasuries most the important member countries plan 
strengthen and improve the mechanism the Fund. hoped that 
the technical work will have reached sufficiently advanced stage for 
scheme submitted the Governors the Fund their next 
annual meeting September, Vienna. 

the end 1960 the monetary authorities the free world had 
gold and foreign exchange reserves amounting close $74 billion, 
which billion were gold and billion were foreign 
exchange, the bulk dollars and sterling. These figures not 
indicate deficiency world liquidity; but the inadequacy the 
gold stock and its uneven distribution have heaped the two reserve 
currencies responsibilities which times political stress sharp 
disparities interest rates can place serious strains them. There 
practical possibility remedying this state affairs general 
writing the price gold. this issue American official attitude 
adamantly hostile and without the co-operation the United States 
nothing can done. is, however, possible improve the mechan- 
ism the International Monetary Fund take some this burden 
from the two reserve currencies and thus freeing the two countries 
concerned from the constant, inhibiting fears that policy vigorous 
economic expansion their part may quickly land them serious 
balance payments and reserve difficulties. 

all the remedial schemes that have been propounded that which 
the most practical and most likely incorporated the official 
Fund proposals one sponsored Mr. Edward Bernstein. has 
the the Fund” that served for many years the Director 
its Research and Statistics Department. 

Bernstein plan falls into two parts. The first matter 
attitude towards the Fund its member countries. his view the 
I.M.F. should part the mechanism international payments 
which widely and regularly used member countries. should not 
regarded them kind lender last resort which appeal 
only made moments crisis for example the time Suez, 
when the United Kingdom drew the whole its quota and put the 


shop window. Mr. Bernstein argues that whenever member country 
uses its own reserves should automatically utilise corresponding 
amount its I.M.F. quota. fact, proposes that quotas should 
included part each member’s international liquid reserves. the 
Fund quotas were integrated with the working reserves member 
countries, would immediately become evident that the present overall 
level reserves adequate for all ordinary purposes. the case 
the United States the inclusion full quota rights would add $5.7 
billion the available reserves and the case the United Kingdom 
the additional amount would $2.5, billion. This part the Bernstein 
plan not matter for refurbishing the Fund but rather for achiev- 
ing the necessary conversion member countries’ attitude the Fund 
with special reference the United States. 

this, resources currencies available the fund need 
supplemented. This should done, according Mr. Bernstein, 
requiring the main trading nations the world undertake buy 
the debentures the International Monetary Fund. This could done 
under Article VII the Fund Agreement, which allows the Fund 
borrow from its member countries. would reversal the “stand- 
arrangements” which the Fund and not the member countries 
would appear the potential borrower. 

Mr. Bernstein suggests that this should not done directly the 
International Monetary Fund but subsidiary parallel institution 
which would call the Reserve Settlement Account. The reason for 
separating these additional functions from the normal operations the 
Fund the fact that the Fund debarred its Article from offering 
its facilities help members whose difficulties are caused capital 
transactions. The assistance the Fund restricted meeting tempo- 
rary current balance payment deficits. The prohibition against off- 
setting capital movements was elevated the level high dogma 
official interpretation the Fund’s rules propounded 1947 
the behest the United States Government. There were fears that 
time that the dollars available the Fund might all too easily dis- 
sipated and seep down the ratholes created panic movements 
capital. There are, however, solid arguments against setting sep- 
arate institution, and favour more elastic interpretation the 
rules. These rules should made accord with the objective 
complete convertibility, whether for current capital transactions 
which the principal currencies the free world have reached are 
rapidly approaching. 

Under the Bernstein plan, assuming there were outflow 
billion from the United States the United Kingdom, Germany and 
the Netherlands, the Fund its Reserve Settlement Account would 
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borrow equivalent amount sterling, marks and guilders from these 
countries. These currencies would have been lent the United States 
which would either sell them the exchange market use them for 
converting the dollar balances the creditor countries. The borrowings 
the Fund its Reserve Settlement Account made with the 
same gold guarantees those which apply operations. Interest 
would paid the lending countries and charged the 
The proposal that the United States would undertake subscribe 
billion such notes, the United Kingdom $1.5 billion and 
France, Germany, Italy, the Netherlands, Belgium, Canada and Japan 
together about billion, thus providing additional resources some 
billion dollars. 

This reinforcement the I.M.F. resources would doubt give new 
confidence countries that hold reserves dollars sterling, since 
would give them assurance that their reserves could always con- 
verted into their own currencies. Needless say, this direct indirect 
reinforcement the Fund would not obviate the need for the United 
States and the United Kingdom, the two reserve currency countries, 
maintain strong balance payments positions; but would give them 
time deal with capital movements and speculative operations that 
might otherwise prove damaging. 
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